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INDEPENDENT AUDITO R 'S REPO RT 

The Board of Com m issioners 
Hospital Service District No. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M em orial H ospital 

W e have audited the accom pan ying balance sheet of Hospital Serv iee District No. 1 of East 
Baton Rouge Parish, Louisiana (d/b/a Lane M emorial Hospital) a component unit of the City - 
Par ish of Baton Rouge, as of June 30, 2001, and the related statem ents of operations, ehmages in 
fund balance, and cash flow s for the year then ended. These financial statem ents are the 
responsibility of the Hospital's m anagem ent. Our responsibility is to express an opinion on these 
financial statem ents based on our audit. The financial statem ents of Hospital Service District 
No. 1 of East Baton Rouge Parish, Louisiana (d/b/a Lane M emorial Hospital) for the year ended 
June 30, 2000, before they were restated for the m atter discussed in N ote 11 to the financial 
statem ents, were audited by other auditors whose report, dated August 28, 2000, expressed an 
unqualified opinion on those statem ents. 

W e conducted our audit in accordance with auditing standar ds generally accepted in the United 
States of Am erica and the standar ds applicable to financial audits contained ill Government 
Auditing Standards, issued by the Com ptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statem ents are free of m aterial m isstatem ent. An audit includes exam ining, on a test 
basis, evidence supporting the am ounts and disclosures in the finan cial statem ents. An audit also 
includes assessing the accounting principles used and significant estim ates m ade by 
m anagem ent, as well as evaluating the overall financial statem ent presentation. W e believe that 
our audit provides a reasonable basis for our opinion. 

In our opinion, the 2001 financial statem ents referred to above present fairly, in all m aterial 
respects, the financial position of Hospital Service District No. 1 of East Baton Rouge Parish, 
Lo uisiana (d/b/a Lane M emorial Hospital) as of June 30, 2001, and the results of its operations 
and its cash flows for the year then ended in conform ity with accounting principles generally 
accepted in the United States of America. 



In accordance with Government Auditing Standards, we have also issued our report dated August 
17, 2001 on our consideration of the llospital's internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts and grants. That 
report is an integral part of an audit perform ed in accordance with Government Audit Standards 

and should be read in conjunction with this report in considering the results of our audit. 

W e also audited the adjustment described in Note I I that was applied to restate the 2000 
financial statements, In our opinion, such adjustment is appropriate and has been properly 
applied. 

Jackson, M ississippi 
August 17, 2001 



Members of the Amerlcan lnsdtuto of Cerll fiexl Pobllc Accountants 
M ississippi Society of Cmiifi~ Public Accounlams 
Tennessee Society of Certified Public Aeeount~mts 

Texas Sociely of Certified Public Accountants 

INDEPENDENT A UDITO R 'S R EPO RT O N CO M PLIAN CE AND 
O N INTERN AL CO NTRO L O V ER FINAN CIAL REPO RTING 

BASED O N AN AUDIT OF TH E GENER AL PURPO SE FINANCIAL STATEM ENTS 
PERFO R M ED IN A CCO RDA N CE W ITH  GO VERNM EN T.4 UDITJN G STANDARD S 

The Board of Com m issioners 
Hospital Service D istrict No. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M em orial Hospital 

W e have audited the financial statem ents of Hospital Service D istrict No. 1 of East Baton Rouge 
Parish, Louisian a (d/b/a Lane M emorial Hospital), a component unit of the City-Parish of Baton 
Rouge, as of and for the year ended June 30, 2001, and have issued our report thereon dated 
August 17, 2001. W e conducted our audit in accordance w ith auditing standards generally 
accepted in the United States of Am erica and fl~e standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Com ptroller General of the United 
States. 

Com pliance 

As part of obtaining reasonable assuran ce about whether the H ospital'g financial statem ents are 
free of m aterial m isstatem ent, we perform ed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grants, noncom pliance with which could have a direct and 
m aterial effect on the determ ination of financial statem ent am ounts. However, providing an 
opinion on compliance with those provisions was not.the objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance that are required to be reported under Government Auditing Standards. 

ntem al Control Over Financial ReDortin~ 

In planning and perform ing our audit, we considered the Hospital's intern al control over 
financial reporting in order to determ ine our auditing procedures for the purpose of expressing 
our opinion on the financial statem ents and not to provide assuran ce on the intern al control over 
financial reporting. Our consideration of the intern al control over financial reporting w ould not 
necessarily disclose all m atters in the internal control over financial reporting that m ight be 
m aterial weaknesses. A m aterial weakness is a condition in which the design or operation of one 
or m ore of the internal control com ponents does not red uce to a relatively low level the risk that 
m isstatem ents in am ounts that w ould be m aterial in relation to the financial statem ents being 



audited m ay occur and not be detected  within a tim ely period by employees in the norm al course 
of perform ing their assigned  functions. W e noted no m atters involving the internal control over 
financial reporting and its operation that w e eonsldor to be m aterial w eaknesses. 

This report is intended for the inform ation of the Board of Com m issioners, m anagem ent of Lane 
M em orial Hospital and th e Legislative Auditor of the State of Louisiana and is not intended to be 
and should not be used by an yone other than these specified parties. 

Jackson, M ississippi 
August 17, 2001 
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H O SPITA L SERVICE DISTR ICT NO . 1 
O F EAST BATO N R O U G E PARISH , LO UISIAN A 

d/b/a LANE M EM OR IAL H OSPITA L 
Statem ents of Operations 

Years Ended June 30, 2001 and 2000 

2001 
2000 

(Restated) 

OperatiJ)g Revenue 
Net patient service revenue 
Other operating revenue 

Total Operating Revenue 

Operating Expenses 
Salaries 
Fringe benefils 
Non-m edical supplies 
M edical supplies 
Professional fees 
Contracted services 
Utilities 
Repairs and m aintenance 
Insurance 
D epreciation and am ortization 
Interest expense 
Provision for doubtfifl accounts 
Other 

Tolal Operating expenses 

Income (Loss) fi'om Operations 

Nonoperaling Revenues (Expenses) 
hw cstment incom e 
Other nonoperating revenues 

Non operating expenses 

Net Nonoperating Revenue (Expenses) 

Excess Revcnuc O ver Expenses 

Sec accom panying l~oles 

38,726,974 
4,739,631 

$ 34,623,357 
4,585,027 

43,466.605 39,208,384 

19,253,136 
3,007,262 
1,410,141 
5,001,897 
1,959,902 
3,128,404 
1,051,230 
858,773 
494,231 

2,174,855 
439,231 

3,107,791 
1,916,536 

17,590,917 
2,866,886 
1,309,805 
4,500,814 
1,855,919 
2,190,691 
750,813 
742,550 
407,418 

2,110,118 
256,410 

2,864,084 
1,559,046 

43,803,389 39,005,471 

336.784) 202,913 



 

H O SPITA l, SER VICE DISTR IC T N O . 1 
O F EAST BATO N ROUG E PAR1SII, LO UISIAN A 

d/b/a LANE M EM ORIAL ItOSPITAL 
Statem ents of Changes in Fund Balance 
Years Ended June 30, 2001 and 2000 

2001 
2000 
lestated 

Fund balance, July 1 (as previously reported) $ 36,518,303 $ 36,243,011 

Prior Period Adjustment (Note 11) 

Fund balance, June 30 (as restated) 

Excess of revenues over expellscs 

Fund balance, June 30 

Sce accom panying notes 

(820,239) 
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H O SI'ITA L SERVICE I)ISTR ICT N O . 1 
O F EAST BATO N RO UG E PAR1SIt, LO UISIANA 

d/b/a 1,ANE M EM O RIAL H O SPITAL 
For the Years Ended June 30, 2001 and 2000 

NO TES TO FINANCIAl, STATEM ENTS 

Note. 1. Sum m ary of Significant Accounting l'olieies 

ltospilal Scrvicc District No. 1 of East Baton Rouge Parish, Louisiana, dPo/a Lane M em orial 

llospilal, (the Hospital), is a nol-for-profil bealthearc organization Iocaled in Zacba12~, Louisiaua, 
The l lospital, which was created by the M etropolitan Council of the City of Baton Rouge and tile 

Parish of East Baton Rouge (City-Parish) on .luue 12, 1957, under the provisions of Chapter 10 
of Title 46 of the Louisiana Revised Statutes of 1950, provides inpatient, outpatient, and 
em ergency care services for residents of southern Louisiana and M ississippi. 

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 20, Accounting 
and Financial Reporting fin" Proprietaly Funds and Other Governmental Entities That Use 
Proprietary Fund Accounting, the ]lospital has elected to apply the provisions of all relevant 

pronouncements of tile Financial Accounting Standards Board (FASB), including those issued 
after November 30, 1989, that do not conflict with or contradict GASB pronouncem ents. Such 
accounting and reporting procedures conform to the requirem ents of Louisiana Revised Statute 
24:514, to the guidance set folih in the Louisiana Governnwntal Accounting Guide, and to the 
industly audit guide, Audits of 11ealth Care Organizations, published by the Am erican Institute 
of Certified Public Accountants. 

Tile significant accounting policies used by the llospital in preparing and presenting its financia 
statem ents are sum m arized as follow s: 

Financial Renortine Enlit~ 

Statcmcnt No. 14 of the Governmental Accounting Standards Board (GASB), 77w Financial 
Reporting ]~ttlilf, establishes criteria for determining the governmental reporting enlity at~d 
component units that should be included within the reporting entity. 

Since tile City-Parish appoints all of the m embers of the llospital's Board of Com m issioners and 
has tile ability to im pose its will on that organization, the llospital is considered to be a 
com ponent unit of the City-Parish of Baton Rouge, the financial reporting entity. The 
accom panying financial statements, however, present inform ation only on the funds m aintained 
by the 11ospital and do not present inform ation on the City-Parish, the general govern ment 
services provided by that govcm m enlal unfl, or the other governm ental units that com prise the 
financial reporling entity. 

Additionally, the Hospital does not have any com ponents units, which arc defined by GASB 
Statem ent No. 14 as other legally separate organizations for which the elected officials arc 
financially accountable. There are no other prim ary governm ents with which the llospital has a 
significant relationship. 



 

ItO SPITA I, SERVICE D ISTRICT NO . 1 
OF EAST BATON RO UG E PARISlt, LO UISIANA 

d/b/a LANE M EM O RIAL H O SPITAL 
For the Years Ended June 30, 2001 and 2000 

NO TES TO FINANCIAL STATEM ENTS 

N ote 1. Continued 

The ]lospital utilizes the proprietary fired m e|hod of accounting whereby revenues and expenses 
arc recognized on the accrual basis. Under the accrual basis of accounting, which is in 
accordance w ith accounting principles generally accepted in the United States of Am erica for 

proprietary fund types, substantially all revenues and expenses are subject to accrual. 

Use of Estim ates 

The preparation of financial statem ents in conformity w ith generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assum ptions that affect the repollcd 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported am ounts of revenues and expenses during the reporting 
period. Actual results could differ from these estim ates. 

Cash and Cash Eouivalents 

Cash and cash equivalents includes all checking accounts, savings accounts, m oney m arket 
funds, certificates of deposit, and certain investm ents in highly liquid debt instruments with 
original m aturities of three m ouths or less, including anaounts lim ited as to use by the Board of 
Com m issioners, Certificates of deposit with original m aturities of m ore than three m ouths arc 
presented separately in the accompanying balance sheets. 

Short-term Investm ents and Investm ent Incom e 

Investm ents in equity securities with readily dctem ainable fair values and all investm ents in debt 
securities are carried at fair value. Short-tem a investm ents consist prim arily of mutual funds. 
Interest, dividends, and gains and losses, both realized and unrealized, on investments in debt 
and equity securities are included in nouopcratiug incom e when earned. 

Assets Lim ited as to Use 

Assets lim ited as to use prim arily include assets held by trustees under indenture agreem ents and 
designated assets set aside by the Board of Conunissioners for futtre capital im provem ents, over 
which the Board retains control and m ay at its discretion subsequently use for other purposes. 
Am ounts that are required for obligations classified as current liabilities are reported as eurrcz~t 
assets, w ith the balanec reported as non-current assets. 



 

H OSPITAL SERVICE DISTR ICT NO . 1 
O F EAST BATON RO UGE PAR1SIt, LO UISIANA 

d/b/a LANE M EM O RIAL H O SI'ITAL 
For the Years Ended June 30, 2001 and 2000 

NO TES I'O FINANCIAL STATEM ENI'S 

Note 1. Continued 

Allowance for Doubtful Accounts 

An allowance for doubtful accounts is established based on m anagem ent's assessm ent of 
collectibility, current econom ic conditions, and prior experience. 

hw eniories 

hw entories, consisting prim arily of m edical supplies and drugs, are staled at the lower of cost 

(first-in, first-out method) or market. 

eoaid Expenses and Deferred Char~es 

Prepaid expenses are am ortized over the estim aled period of future benefit, generally on a 
straight-line basis. Deferred financing costs are am ortized over the term of the related debt on 
tile interest m ethod. 

oDetlv and EouiDm ent 

Property and equipm ent are stated at historical cost. I)onated property is recorded at its estim ated 
fair value on the date of receipt, which is then treated as cost. Additions, renewals, and 
betterm ents that extend the life of assets are capitalized. M aintenance and repair expenditures are 
expensed as incun'ed. Interest cost on borrowed funds dtu'ing the period of construction of 
capital assets is capitalized as a com ponent of the cost of acquiring those assets. 

l)epreciation has been provided using the straight-line method over die estimated useful lives of 
tbe related assets, which range fi'om 2 to 40 years. 

W hen assets are retired or otherwise disposed of, the cost and related accumulated depreciation 
are rem oved from the accounts, and any resultitlg gains or losses arc recognized in the llospital's 
yearly operations. 

Costs of Borrow ing 

Interest cost incurred on borrowed funds during the period of construction of capital assets is 
capitalized as a component of the cost of acquiring those assets. Financing costs are am ortized 
over tile period that the related obligation is outstanding using the interest m ethod. 



 

H O SPITAL SERVICE DISTRICT NO . 1 
O F EAST BATO N RO UGE PARISH , LOUISIANA 

d/b/a LAN E M EM ORIAL H OSPITAL 
For the Years Ended June 30, 2001 and 2000 

NOTES TO FINANCIAL STATEM ENTS 

Note 1. C ontinued 

(:om pel~satcd Absences 

1 lospital policy is to com pensate employees for absences due to earned vacation and sick leave. 
Accumulated vacation and sick pay are accrued at the balance sheet date because they are 
payable upon lerm inalion of employm ent. 

Net Patient Servicc Revenue 

The llospilal has agreem ents with third-party payors that provide for paym ents to tile Hospital at 
am ounts different fi'om its established rates. Paym ent an'angem ents include prospectively 
determ ined rates per discharge, reimbursed costs, discounted charges, and per diem paym ents. 
Net patient service revenue is reported at the estim ated net realizable am ounts from patients, 

third-party payors, and otbers for services rendered, includi~ag estimated retroactive adjustments 
under reimburselnent agreements with third-party payors. Retroactive adjustments are accrued 
on an estimated basis in O~e period tile related services are rendered and adjusted in future 
periods as final settlem ents are determined. 

Charity Catv 

Tile llospilal provides m edical care to patients who m eet certain criteria established under its 
charity care policy without charge or at rates substantially lower than its prevailing rates. 
Because the tlospital does not pursue collection of am ounts determ ined to qualify as charity 
care, such am ounts arc not reported as revenue. 

Risk M anagem ent 

The l tospital is exposed to various risks of loss from torts; theft of, dam age "to, and destruction of 
assets; business intcrruption; errors and omissions; employees injuries and illnesses; and natural 
disasters. Com mercial insurance coverage is purchased for claims arising fi'om such matters. 
Settled claim s have not exceeded this com m ercial coverage during the past several years. The 
l lospital is self-insured for employee health and dental benefits. 

Incom e Taxes 

For incom e lax purpose, the llospital is a not-for-profit organization as described in Section 

501(c)(3) of the In/carol Revenue Code and is exempt from federal and state income taxes on 
related income pursuant to Section 501(a) of the Internal Revenue Code. Accordingly, no 
provision for incom e taxes on related incom e has been included in the financial statements. 



 

H O SPITAL SERVICE DISTRICT NO . 1 
OI7 EAST BATON RO UG E PARISIt, LO UISIANA 

d/b/a LANE M EM O RIAL ltO SPITAL 
For the Years Ended June 30, 2001 and 2000 

NO TES I'O H NANCIAL SI"ATEM ENTS 

Note I. Continued 

l~',cclassifications 

Certain reclassifications have been m ade to the 2000 financial statem ents to conform with the 
2001 presentation. 

Note 2. Net Patient Service Rcvcnuc and Accounts Receivable 

The llospital has agreem ents with governm ental and other third-party payors that provide for 
paym ents to the ttospital at am ounts different from its established rates. Patient revenue is 
reported net of contractual adjustments arising fi'om these third-party arrangements. Contractual 
adjustments under third-party reimbursement programs represent the differences between the 
l lospital's billings at established rates for services and am ounts reimbursed by third-party payors 
A sum m my of the basis of reimbursem ent with third-party payors follows: 

M edicare - Inpatient acute care serv ices and certain outpatient services rendered to M edicare 
program beneficiaries arc paid at prospectively determ ined rates-per-discharge or occurrence. 

These rates vary according to patient classification system s that arc based on clinical, diagnostic, 
and other factors. Certain types of exem pt inpatient services aid outpatient services related to 
M edicare beneficiaries are paid based upon a cost reimbursem ent m ethodology. The l lospital is 
reimbursed for cost reim bursable item s at a tentative rate with final settlem ent dcte/'m incd aflc~ 
subm ission of annual cost reports by the llospital and audits thereof by the M edicare fscal 
interm ediary. 

M edicaid - Inpatient services rendered to M edicaid program beneficiaries are reim bursed at a 
prospectively determ ined rate-per-diem that includes capital costs. Certain types of outpatient 
serv ices are paid based upon a cost reimbursement methodology. The llospital is paid for cost 
reim bursable item s at a tentative rate with final settlem ent determ ined after subm ission of annual 
cost reports by the Hospital and an audits thereof by the M edicaid fiscal intermediary. 

"/'he llospital has also entered into agreem ents with certain com m ercial insurance carriers and 
preferred provider organizations. Paym ent m ethodologies under these agreem ents include 
prospectively determ ined rates per discharge, discounts fi'om established charges

, and 
prospectively determ ined daily rates. 



 

ItO SPITAL SERVICE DISTRICT NO . 1 
O F EAST BA TO N RO UG E PA RISH , LO UISIA NA 

d/b/a 1,AN E M EM O RIAl, H O SI'ITAL 
For thc Years Ended June 30, 2001 and 2000 

NO TES TO FINA NCIAl, STA TEM EN TS 

Note 2. Continued 

Am ounts receivable or payable under reimbursem ent agreem ents with the M edicare and 
Medicaid programs arc subject to examination and retroactive adjustments. Provisions for 
estimated retroactive adjustments under such programs are provided for in the period the related 
services are rendered and adjusted in future periods as final settlements are determined. 

l'resentcd below is a sum m ary of net patient service revenues for the years ended June 30, 2001 
and 2000: 

2001 2000 

Gross patient service revenue 

l.css estimalcd contractual adjustments under 
agreem ents with third-party payors 

Net patient service revenue 

$ 76,000,917 $ 66,083,797 

37,273,943) (31,460,440 

$ 38,726,974 $ 34,623,357 

Patient accounls receivables at June 30, 2001 and 2000 consists of the following: 

2001 2000 

Accounts receivable - patients 

Less: Allowance for uncollectible accounts 

Allowance for contractual adjustments 

Total allowances 

Net patient accounts receivable 

Note 3. C ash and Investm ents 

$ 15,164,329 $ 14,331.892 

At June 30, 2001 and 2000, the carrying value of the llospital's deposits were as follows 

2001 2000 

Petty cash 
l)em and deposit accounts 
Certificates of deposit 
Short-tem a investm ents 

3,044 
4,154,965 
4,200,000 
4,395,260 

$ 13,989,497 $ 12,753,269 



 

H O SPITAL SER VICE DISTR IC T NO . 1 
O F EAST BATO N RO UG E PARISlt, LO UISIANA 

d/b/a LANE M EM O R IAl. H O SI'ITAL 
For the Years Ended June 30, 2001 and 2000 

NOTES TO FINANCIAL STATEM ENTS 

Note 3. Continued 

Under stale law, these deposits nm st be secured by either federal deposit insuram e or by tile 
pledge of securities owned by a fiscal agem bank, The m arket value of the pledged securities 
plus tile federal deposit insurance m ust at all tim es equal or exceed the am ount on deposit with 

the fiscal agent bank, At June 30, 2001, the ltospital had $10,275,032 in deposits (collected bank 
balances). Of these bank balances, $200,000 was covered by federal depository insurance, and 
the ~mnaindcr was secured by collateral held by the fiscal agent bank in the nam e of tile llospita[ 
(GASB category 2). The certificates of deposits listed above include $1,450,000 of deposits 
presented as cash and cash equivalents on the accom panying balance sheets for the years ended 
June 30, 2001 and 2000. 

Under Louisiana Revised Stattltes 39:1271 and 33:2955, the ltospital m ay deposit funds in 
dem and deposit accounts, interest-bearing dem and deposit accounts, m oney m arket accounts, 
and time cerlificates of deposit with stale banks organized under Louisiana law and national 
banks having principal offi ces in Louisiana. Additionally, Louisiana statutes allow the l lospital 
to invest in direct obligations of tile U.S. Governm ent, federally insured instruments, guaranteed 
investm ent contracts issued by certain financial institutions, and nm tual or trust funds registered 
with the Securities and Exchange Comm ission. 

Note 4. Properly and Equipm ent 

Net property and equipm ent at June 30, 2001 and 2000 consisted of the following: 

2001 2000 

Land and land improvements 
Buildings 
Fixed equipm ent 
M ovable and other equipm ent 
Physicians' office buildings and equipm ent 

1.ess: accumulated depreciation 

Property and equipm ent, net 

1,569,045 $ 
25,867,158 
3,715,912 
16,859,724 

1,569,045 
25,457,460 
3,715,912 
16,647,689 

3,027,438 3,020,516 

I)cpreciation expense am ounted to $2,263,329 and $2,206,132 during the years ended June 30 
2001 and 2000, respectively. 

Additions to property and equipm ent included approximately $124,500 of capitalized interest 
during the year ended June 30, 2000. 



 

H O SPITA L SERVICE DISTRICT NO . 1 
O F EAST BATON RO UG E PARISH , LO UISIANA 

d/b/a LA NE M EM O R IA L H O SPITA L 
For the Years Ended June 30, 2001 and 2000 

NOTES TO H NANCIAL STATEM ENTS 

Note 5. l,ongqerm Deb! 

A sunm aary of long-term debt at June 30, 2001 and 2000 was as follows 

2001 2000 

llospital Revenue and Refunding Bonds (Series 1996); 
interest rates ranging fiom 4.75%  to 5.60% ; duc in 
varying sem i- annual installm ents through February 1, 
2011 secured by the operating revenues of the llospital 
and additional property as defined in tile trust indenture. $ 6,360,000 $ 6,835,000 

l tospital Revenue and Refunding Bonds (Series 2000); 
variable inlcrest rates; due in m onthly instalhnents 
through Novem ber 20, 2010; secured by operating 
revenues and property of the Hospital as defined in 
the trust indenture. 3,228,571 

l lospital Revenue and Refunding Bonds (Series 2001); 
variable interest rates; due in m onthly installm ents 
through November 20, 2010; secured by operating 
revenues and property of the ltospital as defined in 
tile trust indenture. 1,090,351 

Total long-term debt 

Less current m aturities 

l.ong-term debt, net of cun-enl m aturities 

The amorlization expenses related to deferred financing costs totaled $5,017 and $4,404 during 
the years ended June 30, 2001 and 2000, respectively. 

The outstanding bonds are scbeduled to m ature as follows 

Year Ending 
June 30. 

2001 
2002 
2003 
2004 
2005 
Thereafter 

Total Long-Term Debt 

$ 958,647 
983,647 

1,008,647 
1,043,647 
1,073,647 
5,610,687 

$ 10.678,922 



 

H O SPITAL SERVICE DISTRICT NO . 1 
O F EAST BATON RO UG E PARISH , LO UISIANA 

d/b/a LANE M EM O RIAL H O SPITA L 
For the Years Ended June 30, 2001 and 2000 

NOTES TO FINANCIAL STATEM ENTS 

Note 5. Continued 

As pat1 of the Bond agreem ent, the ttospital has agreed to com ply with various covenants. The 
covenants consist primarily of reporting and audit requirem ents, insurance coverage, restrictious 
on additional debt, m aintenance of various deposit accounts, and other adm inistrative 
requirem ents. The Itospital was in com pliance with all of the applicable covenants at June 30, 

2001. 

Note 6. Insurance Program s 

'he l lospflal has a self-insured retention of $100,000 per claim for its coverage of professional 
ability; additional coverage is provided by the Louisiana patient's Com pensation Fund for the 
ext $400,000 of pofessional liability up to the present statutory maxinm m of $500,000 per 
laim (exclusive of additional amounts for future medical expense provided by law). 

The llospital also has a $100,000 self-insurance retention for its coverage of general liability 
w ith a lim it of $1,000,000 per occurrence and with no annual aggregate. An additional umbrella 
excess general liability policy provides additional excess coverage of $9,000,000 per occurrence 
and $9,000,000 per annual aggregate. 

N ote '7. Pension Plan 

The llospital sponsors the Lane M emorial ttospital Rctirenaent Plan (the Plan), a contributory 
defined benefit pension plan, in an attem pt to provide rctirelneut and death and disability benefits 
to substantially all of its em ployees. 

Plan I)escription 

All em ployees who have at least two years of continuous service and have worked an average of 

20 or more hours a week are eligible to join the plan on its next amfiversary date. Employees 
who retire at or after the age of 62 are entitled to a retirem ent benefit, payable m onflfly for life, 
equal to 1.5 percent of their m onthly earnings for the highest 3 anniversary dates preceding 
retirem ent or term ination for each year of creditable service. Plan benefits vest on a graded scale 
beginning at 25 pelvent for 5 years of service and increasing 5 percent per annum for each of the 
next 5 years and lO percent per annum for each of the following 5 years. 
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Note 7. Continued 

l~;m ployees leaving employm ent after five years of creditable service but before attaining 
retirem ent age arc entitled to benefits upon reaching retirem ent age equal to their accrued 
benefits upon term ination of employm ent. The Plan also provides death and disability benefits. 

The l)lan issues an annual publicly available financial report that includes financial statem cnts 
and required supplementary information, including 10-year historical trend inform ation. The 
report m ay be obtaincd by writing to Lane M em orial llospital, 6300 M ain Street, Zachary, 

i,ouisiana 70791, or by calling (225) 658-4000. 

Funding Policy 

Employees are required to contribute I pcrcent of Ibeir monthly earnings up to $400 plus 2 
percent of their monthly earnings in excess of $400. ']'he ttospital's payroll tolaled $19,253,136 
$17,590,917; and 16,768,499 during the years ended June 30, 2001, 2000, and 1999 
respectively, and covered payroll (compensation paid by the llospital to active employees 
covered by the Plan on which contributions to the Plan are based) totaled $10,955,518 
$10,637,475; $9,745,773 during the years ended June 30, 2001,2000, and 1999, respectively. 

']'1~c 11ospital is required to contribute the actuarially determ ined am ounts necessaW  to fund 
nom lal costs plus an additional am ount necessary to am ortize unfunded past service costs over a 
20-year period (fi-om the date that the past seJa,ice cost was first recognized). The 11ospital, 
however, is ,lot allowed to contribute m ore than the amount necessary to achieve a ratio of 
"actuarial value of assets" to tile "present value of accrued benefits" of 150% determ ined as of 
the beginning of the Plan year. No contributions were m ade during the yea," ended June 30, 2001, 
the year coded June 30, 2000, or the year ended June 30, 1999. 

Significant actuarial assum plions used to com pute the contribution requirem ents are the same as 
those used to com pute the standardized m easure of the pension benefit obligalion. 

Funding Status 

The am ounl shown below as a pension benefit obligation was delerm iucd as part of an actuarial 
valualion as of June 30, 2001, as a standardized disclosure m easure of the present value of 

pension benefits, adjusted for the effects of projected salary increases estimated to be payable in 
the future as a result of employees service-to-date. The m easure is the actuarial prcsenl value of 

credited projected benefits and is intended to help users assess the l'lan's funding status on a 
going-concern basis, assess progress m ade in accum ulating sufficient assets to pay bcnefits when 
due and m ake comparisons w ith other plans. The m easure is independent of the actuarial funding 
m ethods used to determ ine contributions to the Plan. 
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Note 7. Continued 

Asstmlptions used in accounting for the net periodic pension cost were as follows 

2001 2000 1999 

Discount rates 
Rates of increase in com pensation levels 
]:,xpectcd long-term rate of return on assets 

8.00%  
4.00%  
8.00% 

8.00% 
4.00%  
8.00% 

8.00%  
4.00%  
8.00% 

The following tables set fortb the plan's funded status as of June 30, 2001,2000, and 1999 

06-30-01 06-30-00 06-30-99 

Actuarial value of plan assets 
Actuarial accrued liability 
Funded excess 
Funded ratio 
Annual covered payroll 
Funded excess as a percentage 
of annual covered payroll 

13,521,947 $ 
12,867,783 
654,164 
105.10%  

10,955,518 

13,652,959 
12,899,424 
753,535 
105.84% 

10,637,475 

12,931,694 
12,144,395 

787,299 
106.48% 

9,745,773 

5.97%  7.08%  8.08%  

The IIospital had no annual required contribution, annual pension cost or net pension obligation 
at June 30, 2001, 2000, or 1999, as calculated under GASB 27 "Accounting foE" Pensions by 
Slate and Local Govern m ental Em ployers". 

Plan assets consist principally of cash equivalents, equity securities, and fixed incom e funds 

Note 8. Business and Credit Concentrations 

Financial instruments which potentially subject the ltospital to concentrations of credit risk 
consist principally of unsecured accounts receivable. 

The 1 lospital grants credit to patients, substantially all of whom are local residents. The llospital 
generally does not require collateral or other security in extending credit to patients; however, it 

routinely obtains a~sigument of (or is otherwise entitled to receive) patients' benefits payable 
under their health insurance p~vgrams, plans, or policies (e.g., Medicare, Medicaid, Blue (;ross 
and commercial insurance policies). 
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Note 8. Continued 

The m ix of receivables from patients and third-party payors at June 30, 2001 and 2000, was as 
follows: 

2001 2000 

M edicare 
M edicaid 
Com m ercial insurance com panies and 
health m aintenance organizations 
Self-pay patients and other 

N ote 9. O ther O perating R evenues 

24%  
7 

47 
22 

26%  
8 

42 
24 

100% 

Other operating revenues recognized during the years ended June 30, 2001 and 2000 consisted of 
the follow ing: 

2001 2000 

Contract services 
Satellite revenues 
Cafeteria revenues 
Physician services 
Othcr 

Total Other O perating Revenues 

Nole 10. Com lnitm ents and Contingencies 

431,296 
3,584,433 
337,856 
116,116 
115,326 

$ 4,739,631 $ 4,585,027 

The l lospital is involved in various legal actions and claim s that arose as a result of events that 
occurred in the norm al course of operatio~)s. The ultim ate resolution of these m atters is nol 
ascellainable at this tim e; however, m anagem ent is of the opinion that any liability or loss in 
excess of insurance coverage resulting fi'om such litigation will not have a m aterial effect upon 
the financial position of the llospilal. Accordingly, no provision has been m ade in the financial 
statem ents related to these claim s. 

20 



 

HO SPITAL SERVICE DISTRICT NO . 1 
OF EAST BATON RO UGE PAR|SIt, LOUISIANA 

d/b/a LANE M EM ORIAL HO SPITAL 
For the Years Ended June 30, 2001 and 2000 

NO TES TO FINANCIAL STATEM ENTS 

Note I L Prior Period Adjuslment 

During tile fiscal year ended June 30, 2001, the Hospital determ ined that its estim ated third-party 
payor settlem ents had been calculated incorrectly for several periods prior to Jtulc 30, 2001. 

Consequently, tile July 1, 1999 fund balance and net patient service revenue for the ycar ended 
June 30, 2000, have been rcstalcd to correct the effect of the error. ]'his restatem eo! rcsullcd in 
an iucrcase in estimated third-party payor settlements and a decrease in fund balance of $820,239 
at June 30, 2000 and a reduction in net patient service revenues of approxim ately $394,009 for 
the year ended June 30, 2000. 

Note 12. Pronouncem ents Issued Not Yet Adopted 

GASB (t3overfmlenl Accounting Standards Board) Standard 34, "Basic Financial Statements and 
M anagcm ent's Discussiou and Analysis for State and Local Govern m ents," is initially phased in 
for fiscal years beginning after Juue 15, 2001. Based upon its revenues, the llospital will be 
required 1o implement GAS)3 34 in the period beginning after June 15, 20~)2 (fiscal year endh~g 
June 30, 2003). llospitals are identified in GASB 34 as special purpose governments required 
only to im plem ent applicable porlions of the statem ent. The pronouncem ent w ill require that the 
llospital's financial statem ents be introduced by a narrative prepared by M anagement, called 
"Mauagement's 1)iscussion and Analysis (known as MD&A). M I)&A will present an analytical 
overview of lhe llospilal's financial activities and will include selected required supplementary 

inform ation. 



M embers of the American lnstittlle of Certified Pu blic Accountants 
M ississippi Sociely of Cellified Public Ae~ounlants 
Tennessee Society of Certified  Pu blic Aecountanl~ 

Texas Society of Certified Pu blic Accountant., 

INDEPENDENT AUDITO R S' REPO RT 
O N SUPPLEM ENTAL INFO RM ATIO N 

The Board of Com m issioners 
H ospital Service District N o. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M em orial Hospital 

Our independent auditors' report on the financial statem ents of Hospital Service District N o. 1 of 
East Baton Rouge Parish, Lo uisiana (d/b/a Lane M emorial Hospital) as of and for the year ended 
June 30, 2001 appears on pages 1 and 2 Our audit w as m ade for the purpose of form ing an 
opin ion on the finan cial statem ents as a whole. The required supplem ental schedule contained on 
page 23, which is also the responsibility of the H ospital's m an agem ent, is presented for purposes 
of additional an alysis and is not a required part of the basic financial statem ents. Such additional 
information has been subjeeted 1o the auditing procedures applied in the audil of the basic 
financial statem ents, and in our opinion, is fairly presented  in all m aterial respects in relation to 
the basic financial statem ents taken as a whole. The supplem entary inform ation for the year 
ended June 30, 2000 was audited by other auditors whose report dated August 28, 2000, 
expressed an unqualified opinion on such inform ation in relation to the basic financial statem ents 
taken as a whole. 

Jackson, M ississippi 
August 17, 2001 
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1 lubert C. Owens, M .D 

Nick Adam s 

JelTy Broudreaux 

Elta K ay llearn 

Catherine Pourciau 

Robert W illiam s, Jr 

Sieve Stein 

23 

2001 

275 $ 

275 

250 

275 

250 

300 

300 

2000 

300 

275 

300 

250 

275 

225 

275 

1,925 $ 1,900 


